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MEMORANDUM 

TO:  Arthur  Erickson  Architects 

FROM:  Economics  Research  Associates 

RE:  East  Boston  Waterfront  Project  Market  Considerations 

DATE:  April  12,  19  83 


Economics  Research  Associates  has  evaluated  available  data  on 
demographic  and  economic  trends  in  the  Boston  area,  and  has  talked  with 
persons  involved  in  real  estate  in  East  Boston  and  in  the  City  of  Boston 
and  its  environs.  Based  on  this  information,  and  on  prior  knowledge  of 
the  Boston  market,  ERA  has  formulated  market  opinions  about  a  variety  of 
potential  uses  at  East  Boston  Harborside.  The  uses  which  were  evaluated 
were  suggested  as  possible  types  of  development  on  the  subject  site  in 
East  Boston  Harborside:  An  Interim  Report  on  the  Future  Development  of 
Piers  1-5  in  East  Boston,  prepared  for  the  East  Boston  Project  Advisory 
Committee  by  the  Boston  Redevelopment  Authority.  These  uses  are  as 
follows: 

Full  service  marina 

Hotel/Boatel 

Residential 

Office 

Retail 

•  Fishing  industry 

•  Marine  manufacturing 


This  memorandum  highlights  the  market  factors  affecting  the 
development  potentials  of  the  site  and  suggest  a  range  of  levels  of 
space  which  could  be  developed  from  a  market  standpoint.  Other  factors, 
such  as  the  costs  associated  with  development,  will  be  determined  at  a 
later  date  and  may  affect  the  feasibility  of  some  uses  which  are 
acceptable  from  a  market  standpoint. 


Summary 

Based   on   our   knowledge   of   Boston   market   dynamics,   and   of 
waterfront  development  considerations  here  and  elsewhere,  ERA  recommends 


the  following  levels  of  development  for  the  uses  investigated,  based  on 
market  considerations. 


Marina: 


Hotel/Boa tel: 
Residential: 
Restaurant: 
Retail: 

Office: 

Marine  manufacturing/ 
fishing  industry 


up   to    500    slips  with 

ancillary  facilities  (could 

be   more   from   a  market 
standpoint) 

none 

300-500  units     "t  C<rA.d^^ , 

15,000  square  feet 

up  to  30,000  square  feet  of 
convenience  retailing 

100,000  square  feet 

limited,  but  related  to 
primary   uses   recommended 
for  the  site 


Demographic  Trends  in  East  Boston 

•  The  population  of  East  Boston  decreased  by  17  percent  from 
1970  to  1980,  from  38,873  to  32,178.  (See  Table  1  in 
i^pendix.)  This  compares  to  a  12  percent  overall  population 
decline  in  the  City  of  Boston  during  the  same  period.  (Only 
four  planning  districts  in  Boston  experienced  an  increase  in 
population:  Central,  Back  Bay/Beacon  Hill,  South  End  and 
Allston/Br ighton. ) 

•  The  19  80  median  household  income  of  East  Boston  was  $11,15  3, 
compared  to  512,530  for  the  City  as  a  whole.  A  breakdown  of 
the  number  of  households  by  income  range  is  shown  in  Table  2 
in  the  Appendix,  and  shows  that  only  13  percent  of  East  Boston 
households  make  over  $25,000  and  that  64  percent  make  less 
than  ei5,000. 

•  A  higher  than  average  portion  of  the  East  Boston  labor  force 
is  employed  in  clerical  or  administrative  support  and  a 
relatively  low  percent  in  managerial  and  professional 
occupations. 


Marina 


There  are  virtually  no  full  service  marinas  within  the  Inner 
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Boston  Harbor.  (By  full  service  is  meant  a  marina  with  fuel, 
boat  supplies,  showers,  laundry,  water,  ice,  and 
electricity.)  Constitution  iMarina  (550  slips)  offers  water, 
electricity,  showers,  a  laundry  and  snacks  in  machines,  but  no 
fuel  or  boat  supplies. 

•  Prior  studies  have  identified  a  large  unmet  demand  for  marina 
slips  in  the  Inner  Boston  Harbor,  which  is  likely  to 
continue.  The  number  of  slips  in  Boston  Harbor  marinas 
totalled  2,092  in  1980,  with  850  additional  slips  planned  or 
proposed.  (See  Table  3.)  The  Boston  Downtown  Waterfront 
Project  Phase  II  Report  (1981)  by  Parsons  Brinkerhoff 
projected  a  need  for  an  additional  3,300  slips  by  1985. 
(Table  4) 

•  There  are  also  few  guest  slips  in  Boston  Harbor  for  people 
visiting  Boston  by  boat  from  out  of  town. 

•  While  there  is  without  a  doubt  a  demand  for  a  full  service 
marina  in  East  Boston,  the  question  of  its  economic 
feasibility  is  in  need  of  further  study.  Among  the  major 
reasons  for  the  unmet  demand  for  such  facilities,  not  just  in 
Boston,  but  throughout  the  country,  are  their  high  costs  of 
development  and  low  returns  on  investment.  Further,  as 
waterfront  property  has  increased  in  value,  areas  previously 
occupied  by  marinas  have  been  developed  for  more  intensive  and 
higher  yielding  uses.  Ignoring  these  issues  for  the  moment, 
there  is  a  demand  for  a  large  number  of  Marina  slips  as  well 
as  ancillary  facilities  at  the  subject  site.  Such  facilities 
should  include  fuel,  ice,  showers,  laundry,  restaurant,  and 
possibly  a  boat  supply  store. 

•  Marinas  do  provide  an  amenity  which  enhances  the  desirability 
of  other  waterfront  developments  such  as  housing,  restaurant, 
and  office  developments. 


Residential 


•  Given  its  spectacular  water  and  harbor  views,  and  its 
proximity  to  the  Maverick  MBTA  stop,  housing  should  be  a  prime 
potential  use  on  part  of  the  site. 

•  The  Massachusetts  Condominium  law  makes  it  very  difficult  to 
develop  condominiums  on  leased  land,  and  there  is  no  precedent 
for  such  development  in  Massachusetts.  This  issue  is 
currently  being  debated  by  developers  and  municipalities  and 
would  clearly  affect  the  marketability  of  such  a  concept  to 
both  developers   and   homeowners.    Thus   the   feasibility  of 
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developing  condominiums  on  this  site  is  closely  tied  to  this 
issue  and  its  evolution  over  the  next  few  years.  (Presently 
Massport  has  indicated  a  wish  to  lease  and  not  sell  Piers  1-5.) 

Given  the  high  percent  of  home  owners  versus  renters  in  East 
Boston,  the  market  for  competitively  priced  condominiums  would 
be  an  attractive  one  if  they  could  be  developed.  Further,  the 
economics  of  residential  development  today  often  makes 
condominiums  a  more  economically  feasible  form  of 
development.  Competitively  priced  condominiums  aimed  at  the 
first  homebuyer  market  and  at  persons  oriented  to  the  airport 
and  north  shore  could  represent  a  potential  market. 

Most  of  the  market  rate  apartments  built  in  Boston  in  recent 
years  have  been  either  conventionally  financed  luxury  units, 
such  as  the  Greenhouse,  the  Devonshire,  and  Constitution 
Quarters  in  the  Carlestown  Navy  Yard,  or  have  been  developed 
in  conjunction  with  some  subsidized  units  through  a  variety  of 
state  and  federal  programs.  The  characteristics  of  these 
recent  market  rate  apartment  developments  in  Boston  are  shown 
in  Table  5,  and  show  rental  rates  ranging  from  $516  for  a  one 
bedroom  apartment  at  Exeter  Towers,  to  $3,700  for  a  penthouse 
at  the  Devonshire. 

Given  the  income  levels  shown  in  Table  2,  the  rent  levels 
shown  in  Table  5  are  out  of  the  range  of  most  East  Boston 
residents.  Unless  interest  rates  decline  substantially, 
developing  moderately  priced  rental  apartments  at  Piers  1-5 
might  require  some  sort  of  subsidy.  While  mixed  income 
housing  developments  have  acquired  a  bad  reputation  in  East 
Boston  because  of  the  bad  experience  of  Shore  Plaza  East, 
mixed  income  apartments  have  been  successfully  developed 
elsewhere  in  Boston,  and  may  have  differng  proportions  of 
subsidized  and  market  rate  apartment.  (See  Table  6  for 
characteristics  of  successful  mixed  income  developments. 

According  to  the  1980  Census,  the  median  rent  for  apartments 
in  East  Boston  was  $205.  Real  estate  agents  estimate  the 
average  rent  of  East  Boston  apartments  today  at  $250.  There 
are  no  new  market  rate  apartment  complexes  in  East  Boston. 

A  survey  of  apartment  complexes  in  the  neighboring  towns  of 
Winthrop  and  Revere  reveals  a  vacancy  rate  of  less  than  1 
percent  and  rents  averaging  $425  for  a  one  bedroom  unit  and 
$575  for  a  two  bedroom  unit  (see  Table  7) . 

The  367  luxury  waterfront  apartments  at  Constitution  Quarters 
rented  up  in  1  1/2  years,  despite  the  fact  that  little  else  in 
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the  Navy  Yard  had  been  completed.  While  the  Charlestown  Navy 
Yard  represents  a  much  larger,  self-contained  project,  and  has 
better  access  to  downtown,  its  success  bodes  well  for  the 
Piers  1-5  site,  which  has  far  more  spectacular  views  of  Boston 
Harbor . 

•  The  market  for  moderate  and  higher  priced  market  rate 
apartments  on  the  site  could  include  airline  personnel  and 
residents  new  to  East  Boston.  A  very  knowledgeable 
residential  broker  for  downtown  Boston  feels  that  there  are  a 
number  of  two  income  households  with  one  member  employed  north 
of  the  city  who  might  like  an  East  Boston  Waterfront  location. 

•  From  a  purely  market  standpoint,  the  subject  site  has 
potential  for  both  moderate  and  higher  priced  rental 
apartments.  ERA  recommends  development  of  300-500  mid-rise 
units. 

Marine  Related  Industry 

•  The  types  of  industry  which  must  be  directly  on  the  water  are 
limited  primarily  to  those  involving  loading  and  unloading, 
and  to  shipbuilding  and  repair.  Even  fish  processing  plants 
do  not  have  to  be  on  the  water.  Other  uses  which  are 
frequently  found  in  ports  are  warehousing  and  storage 
facilities,  which  are  both  low  employment  and  low  rent 
generators. 

•  Massport  does  not  project  a  need  for  Piers  1  to  5  for  shipping 
in  the  foreseeable  future,  given  the  availability  of 
facilities  in  South  Boston  and  Charlestown.  Further,  it  is 
reported  that  labor  problems  at  the  Port  of  Boston  make  the 
future  growth  levels  of  cargo  handling  in  Boston  uncertain. 


Discussions  with  representatives  of  the  fishing  industry, 
including  the  New  England  Development  Foundation,  the  Boston  Fisheries 
Association,  the  Channel  Fish  Company  (fish  processors  in  East  Boston) 
and  Massport  officials  responsible  for  the  Fish  Pier,  reveals  the 
following  facts  relating  to  the  potential  for  fisheries  development  in 
East  Boston: 

•  There  are  not  a  lot  of  fishing  boats  landing  in  Boston  Harbor. 
Boston  is  only  third  or  fourth  in  New  England  in  terms  of  fish 
landings,  after  Gloucester,  New  Bedford  and  posssibly  others. 

•  There  is  not  a  shortage  of  places  for  fishing  boats  to  tie  up 
in  Boston  Harbor  at  the  present  time. 
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The  continued  development  of  the  Fort  Point  Channel  area  and 
the  potential  alignment  of  the  proposed  Third  Harbor  Tunnel 
through  Fort  Point  Channel,  could  force  some  fishing  and 
lobster  boats  to  tie  up  elsewhere.  However,  there  are 
potential  sites  for  this  other  than  Piers  1-5  which  are  better 
protected  and  potentially  more  suitable. 

A  large  portion  of  fish  coming  to  the  Fish  Pier  comes  by  truck 
rather  than  boat,  and  much  of  the  trucked  fish  comes  from 
Gloucester  and  Canada.  At  least  30  to  40  percent  of  the  fish 
coming  to  the  Fish  Pier  eventually  goes  to  Logan  Airport  for 
shipment.  While  the  proximity  of  East  Boston  to  Logan  airport 
and  to  the  North  Shore  might  make  it  appear  to  be  a  good 
location  for  the  fishing  industry,  Massport's  commitment  to 
the  Fish  Pier  in  South  Boston  makes  this  an  unlikely 
occurrence.  Massport  is  in  the  process  of  renovating  the  Fish 
Pier,  and  many  industries  supportive  of  the  fishing  industry 
are  already  located  in  South  Boston. 

While  the  groundfish  industry  does  not  represent  a  potential 
for  the  site,  lobster  boats  (which  do  not  land  at  the  Fish 
Pier)  could  represent  a  small  potential  for  the  subject  site 
and  could  give  ambience  to  the  area  and  support  restaurant 
activities. 


Office/Light  Industrial 

•  There  is  a  good  perception  of  the  labor  force  in  East  Boston 
as  hard  working,  which  is  attractive  to  industry. 

•  Airport  oriented  businesses  represent  a  potential  market. 
Proximity  to  an  airport  has  become  a  locational  factor  for  an 
increasing  number  of  industries.  Some  companies  have  built 
research,  engineering,  production  facilities,  and  headquarters 
offices  adjacent  to  airports.  Such  a  location  appeals  to 
industries  with  the  following  characteristics: 

•  Headquarters  offices  for  firms  with  widely  dispersed 
locations  for  their  production  plants,  warehouses, 
research  facilities,  and  regional  offices; 

•  National  and  international  engineering  service 
companies  which  custom-build  special  equipment,  supply 
special  parts,  provide  maintenance  service  and 
operator  training  for  unique  installations  (computers, 
power  sources,  environmental  treatment  facilities),  or 
provide  engineers  for  clients  with  dispersed  locations; 
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•  Warehouse  and  distribution  centers  for  parts  and 
perishable  goods  (food,  flowers,  hospital  equipment, 
drugs) ;  fragile  or  seasonal  merchandise  (fashion 
apparel/accessories,  sport  goods);  and  lightweight  and 
high-value  merchandise;  and, 

•  Service  industries  related  to  air  freight. 

While  many  of  these  uses  (air  freight  services  and 
warehousing)  do  not  represent  good  uses  for  the  subject  site, 
and  many  may  locate  in  the  Bird  Island  Flats  development,  some 
of  the  above  represent  potential  users  of  office  space  on 
Piers  1-5.  Headquarters  offices  for  firms  with  dispersed 
locations,  and  offices  for  sales  and  technical  staff  which 
travel  often  by  air  may  want  to  be  close  to  the  airport  but 
prefer  a  potentially  more  prestigeous  location  than  could  be 
found  in  Bird  Island  Flats. 

•  Rising  rents  in  Downtown  Boston  could  make  office  space  more 
desirable  in  East  Boston  Harborside  if  reasonably  priced. 
Currently,  78  percent  of  space  in  Downtown  Boston  is  over 
$20.00  per  square  foot,  compared  to  54  percent  in  the  Back  Bay 
and  19  percent  in  the  suburbs.  Current  vacancy  rates  are  as 
follows:   4.2  percent  downtown  and  1.3  percent  in  Back  Bay. 

•  Boston  usually  absorbs  an  average  of  1  million  square  feet  of 
office  space  per  year.  (Actually  870,000  square  feet  in  1932 
and  1.2  million  square  feet  in  1933). 

•  The  lack  of  available  downtown  space  which  has  been 
experienced  over  the  past  few  years  is  about  to  end,  with  the 
upcoming  availability  (late  1983  and  early  1984)  of  53  State 
Street,  Dewey  Square,  Copley  Place,  260  Franklin  Street,  265 
Franklin  Street  and  155  Federal  Street. 

•  Rental  rates  downtown  are  as  follows:  existing  tower 
buildings  at  $16-$32/s.f . ,  proposed  towers  at  $30-45/s.f.,  and 
renovated  buildings  at  $ll-26/s.f. 

•  Suburban  rental  rates  in  well  located  projects  are 
$20-24/s.f.,  while  well  constructed  first  class  projects  in 
fringe  locations  are  leasing  at  $l6-18/s.f.  The  suburban 
vacancy  rate  is  16  percent. 

•  A  water  taxi  or  ferry  service  would  greatly  enhance  the 
marketability  of  office  space  in  East  Boston. 

•  Back  office  uses,  such  as  computing  facilities  for  banks, 
could  represent  a  market  for  East  Boston  office  facilities  if 
near  public  transportation  (which  Piers  1-5  are)  and  if  rental 
rates  are  below  those  of  Downtown. 
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If  competitively  priced,  a  potential  for  a  small  amount 
(100,000  square  feet)  exists  oriented  to  firms  desiring  a 
location  close  to  the  airport,  and  professionals  seeking 
attractive  space  near  their  homes  or  in  unique  locations. 


Hotel/Boa tel 


•  There  is  little  potential  for  a  hotel  on  the  subject  site 
because  of  competition  from  existing  and  proposed  hotels  in 
East  Boston  oriented  to  the  airport,  and  because  the  location 
in  terms  of  visibility  and  access  is  not  very  good. 

•  The  large  number  of  hotels  recently  completed  or  under 
construction  in  Boston  has  many  worried  that  there  will  soon 
be  a  glut  of  hotel  rooms  in  Boston. 

•  A  boatel  would  probably  not  be  able  to  generate  the  year  round 
occupancy  level  needed  to  break  even  and  is  not  recommended. 


Retail/Restaurants 

•  Given  access  and  traffic  problems,  retailing  at  the  site 
should  be  primarily  convenience  oriented  to  support  other 
types  of  development  on  the  site  and  restaurants  capitalizing 
on  the  spectacular  views. 

•  The  idea  of  a  boat/marine  merchandise  mart  has  been  suggested 
as  a  possible  use  in  the  subject  site.  While  a  market 
analysis  has  not  been  done  on  this  topic,  there  is  no  such 
facility  in  the  Boston  area  and  the  idea  was  at  one  time 
proposed  by  a  group  interested  in  a  site  on  Piers  1-5 c  Such  a 
facility  might  not  be  incompatible  with  other  uses. 
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APPENDIX 


Table  1 


BOSTON'S  POPULATION  BY  PLANNING  DISTRICT 
1930  &  1970 


Change 


Planning  District 

1980 

1970 

Number 

Percent 

East  Boston 

32,178 

38,873 

-  6,695 

-  17.2% 

Charlestown 

13,364 

15,353 

-  1,989 

-  13.0 

South  Boston 

31,311 

38,488 

-  7,177 

-  18.6 

Central 

20,606 

19,334 

1,272 

6.6 

Back  Bay/Beacon  Hill 

30,121 

27,538 

2,583 

9.4 

South  End 

26,914 

22,680 

4,234 

18.7 

Fenway/Kenmore 

32,600 

32,965 

635 

-   1.1 

Alls ton/Brighton 

65,264 

63,657 

1,607 

2.5 

Jamaica  Plain 

39,306 

47,767 

-  8,461 

-  17.7 

Roxbury 

58,263 

71,095 

-12,832 

-  18.0 

North  Dorchester 

23,481 

32,665 

-  9,184 

-  28.1 

South  Dorchester 

59,307 

74,415 

-15,108 

-  20,3 

Mattapan 

35,225 

45,449 

-10,224 

-  22.5 

Roslindale 

32,502 

39,558 

-  7,056 

-  17,8 

West  Roxbury 

31,221 

34,989 

-  3,768 

-  10.8 

Hyde  Park 

30,825 

34,977 

-  4,152 

-  11.9 

Planning  Districts  Total 

562,493* 

639,803 

-77,310* 

-  12.1 

Harbor  Islands 

501 

1,268 

767 

-  60.5 

BOSTON  TOTAL 

562,994 

641,071 

-78,077 

-  12.1 

*    Does   not    total   exactly   due    to   rounding. 


Source:        S.     Jaster,     Boston     Redevelopment     Authority     Research     Department, 
July   1981. 


Table  2 

DISTRIBUTION  OF  PAST  BOSTON  HOUSEHOLDS 

BY  INCOME  LEVEL 

1980 


Income  Range 
$  0  -  $  4,999 
5,000  -  9,999 
10,000  -  14,999 
15,000  -  19,999 
20,000  -  24,999 
25,000  -  29,999 
30,000  -  39,999 
40,000  -   49,999 

Median 


Number  of 

Percent  of 

Households 

Households 

3,163 

24.6% 

2,744 

21.3% 

2,333 

18,2% 

1,733 

13.5% 

1,165 

09.1% 

702 

05.5% 

724 

05.6% 

289 

02.2% 

$11,153 

Source:   U.S.  Census. 


Table  3 


INVENTORY  OF  MARINA  SLIPS  IN  BOSTON  HARBOR  MARINAS 

1980 


Area 


Boston 


Quincy 

Boston  Harbor  Marina 


New  Tern  Harbor 


Hingham 

Bare  Cove 


Number  of 
SliDs 


Boston  Yacht  Haven 
Lewis  Wharf  Marina 
Constitution 

Norwood  Marine  ii2. 

468 


50 

50 

188 


600 


Keponset  50 

Continental  ^50 


800 


N.  Weymouth 

N.  Weymouth  20 


150 
170 


34 

Landfall  150 

Hewitts  Cove  300 

484 


Winthrop 

Crystal  Cove  I'^O 


TOTAL  2,09  2 


Source:   The  Boston  Downtown  Waterfront  Project 
Phase  II  Report,  Parsons  Brinkerhoff. 


City/Town 

Quincy 

Boston 

Boston 

Charlestown 

Chelsea 


Table  4 

PROPOSED  NEW  MARINA  FACILITIES 
BOSTON  HARBOR 


Developer 


Quincy   Bay    Inn 

Russia   Wharf 

Shriners 

BRA/Imobilarie 

Chelsea   Redevelopment   Auth. 


Number  of 

Slips 

Status 

200 

Proposed 

50 

Proposed 

50 

Proposed 

550 

Planned 

250 

Planned 

850 


*   Excludes  expansion  of  existing  fee. 

Source:   The  Boston  Downtown  Waterfront  Project  Phase  II  Report,  1981, 
Parsons  Brinkerhoff. 
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BOSTON  PUBLIC  LIBRARY 


3  9999  06352  138  7 
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1983 


EAST  BOSTON  HARBORS IDE^^ 


TITLE 


DATE 
LOANED 


BOBROWER'S  NAME 
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